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Demand Function
Demand function shows the functional

relationship between quantity demanded for a

commodity and its various determinants.

Types of Demand Function

Individual Demand Function

Market Demand Function



Invidivual Demand Function

Dx=f(Px, Pr, Y, T, E)
Dx=Demand for Commodity x

Px=Price of Commodity x

Pr=Price of related goods

Y=Income of the consumer

T= Tastes and Preferences

E=Expectation of Future Prices



Individual Demand Function
Px=Price of Commodity x Dx=Demand for Commodity x

Px=Price of Commodity x Dx=Demand for Commodity x
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Individual Demand Function
a) Substitute Goods b) Complementary Goods

Tea and Coffee
Px=Price of Tea Dx=Demand of Coffee

Px=Price of Tea Dx=Demand of Coffee
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Individual Demand Function

Px=Price of Petrol Dx=Demand for Car 

Px=Price of Petrol Dx=Demand for Car
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b) Complementary Goods

Car and Petrol



Individual Demand Function
Income of the Consumer (Y)

(A) Normal Goods (B) Inferior Goods

Px=Income Dx=Demand of Normal Goods

Px=Income Dx=Demand of Normal Goods
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Individual Demand Function
Income of the Consumer (Y)

(B) Inferior Goods

Px=Income Dx=Demand of Inferior

Px=Income Dx=Demand of Inferior
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Individual Demand Function
Tastes and Preferences

a) Favorable Change b) Unfavorable Change

a) Favorable Change 

Price of Favorable Product Demand of Favorable Product
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Individual Demand Function

Tastes and Preferences

a) Favorable Change b) Unfavorable Change

a) Unfavorable Change 

Price of Unfavorable Product Demand of Unfavorable Product
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Individual Demand Function
Expectation of Future Price

a) Future Price Increase b) Future Price Fall

a) Future Price Increase

Future Price Increase Demand of Products
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Individual Demand Function
Expectation of Future Price

a) Future Price Increase b) Future Price Fall

b) Future Price Fall

Future Price Fall Demand of Products
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Market Demand Function

Dx=f(Px, Pr, Y, T, E, N, Yd, G)
Dx=Demand for Commodity x

Px=Price of Commodity x

Pr=Price of related goods

Y=Income of the consumer

T= Tastes and Preferences

E=Expectation of Future Prices

N=Population

Yd=Distribution of Income

G=Government Policy



Market Demand Function
Population

a) Increase of Population b) Decrease of Population

Population Demand

Population Demand
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Market Demand Function
Distribution of Income

a) Equal Distribution b) Unequal Distribution

a) Equal Distribution

If distribution is Equal Demand
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Market Demand Function
Distribution of Income

a) Equal Distribution b) Unequal Distribution

a) Unequal Distribution

If distribution is Unequal Demand
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Market Demand Function
Government Policy

a) Tax b) Rebate

Tax
Tax Price Demand

Tax Price Demand 
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Market Demand Function
Government Policy

a) Tax b) Rebate

Rebate
Rebate Price Demand

Rebate Price Demand 
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